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I. Regulation History and Notes

In August of 2007, the Massachusetts Department of Environmental Protection (MassDEP)
proposed replacement of the CO, emissions standards of 310 Code of Massachusetts Regulations
(CMR) 7.29: Emissions Standards for Power Plants with the CO, requirements of 310 CMR
7.70: Massachusetts CO, Budget Trading Program®. Corresponding amendments to 310 CMR
7.00: Appendix B(7) and 310 CMR 7.29 were also proposed, and a Technical Support Document
was published.

The Massachusetts CO, Budget Trading Program establishes a cap-and-trade program to regulate
emissions of CO, that occur after January 1, 2009 from fossil-fuel-fired units that serve an
electric generator with a nameplate capacity of 25 megawatts (MW) or greater.

These amendments to 310 CMR 7.29 and 310 CMR 7.00: Appendix B(7) are intended to provide
for an orderly transition to the Massachusetts CO, Budget Trading Program. These amendments
to 310 CMR 7.29 and Appendix B(7) will terminate the CO, requirements of 310 CMR 7.29 on
December 31, 2008 and terminate the Greenhouse Gas Credit Banking and Trading Program? in
2013. These amendments also facilitate the transition by combining and postponing the final
compliance date for 310 CMR 7.29 until September 1, 2009, expanding the geographic scope for
the creation of GHG Credits, and allowing for the limited exchange of GHG Credits for CO,
allowances.

! The MA CO, Budget Trading Program implements the CO, Budget Trading Program in MA. The CO, Budget
Trading Program is often referred to, in other contexts, as the Regional Greenhouse Gas Initiative (RGGI).
Throughout this document, the terms CO, allowances and CO, offset allowances refer to allowances that can used to
comply with the state-specific requirements of the CO, Budget Trading Program in any participating state.

% The Greenhouse Gas Credit Banking and Trading Program, established in 310 CMR Appendix B(7), allows for
the creation of GHG (Greenhouse Gas) Credits. GHG Credits can be created for emission reduction, avoided
emission or sequestered emission projects and can be used for compliance with the CO, limits established in 310
CMR 7.29: Emissions Standards for Power Plants, or exchanged for CO, allowances in accordance with the
exchange provisions established in 310 CMR 7.70(5)(c) and amendments to 310 CMR 7.00 Appendix B(7).



I1. Public Comment Process

MassDEP held four public hearings and solicited written testimony on the proposed regulations
in accordance with Massachusetts General Laws (MGL) Chapter 30A. On August 10, 2007,
MassDEP published notice of the public hearings and public comment period on the proposed
regulations and amendments in the Springfield Republican and the Boston Globe, and notified
interested parties via electronic mail. Public hearings were held on the dates and at the
Massachusetts locations specified below. The public comment period closed on September 24,
2007.

Hearings Held: Monday, September 10, 2007 in Wilmington
Tuesday, September 11, 2007 in Lakeville
Tuesday, September 11, 2007 in Holyoke
Wednesday, September 12, 2007 in Boston

This document summarizes and responds to major comments that were received during the
public comment period. MassDEP appreciates the input from those who testified at the public
hearings and submitted written comments into the hearing docket. A full list of commenters is
listed at the end of this document.



I11. Comments and Responses

A. 310 CMR 7.29 and 310 CMR 7.00 Appendix B(7) (Amendments)

Comment: One commenter indicated that it has experienced difficulty procuring GHG Credits®
and recommended that MassDEP extend the deadlines for affected facilities to demonstrate
compliance with 310 CMR 7.29 CO, standards until 2012 since the market has been unable to
produce GHG Credits. (Dominion)

Response: MassDEP has retained its proposal to postpone and combine the 2007 and 2008 CO,
compliance demonstration deadlines from January 30, 2008 and 2009 to September 1, 2009. As
discussed in the Technical Support Document, this timeline will help reduce the administrative
burden on MassDEP and the regulated facilities. MassDEP has also taken two additional steps to
provide compliance options to the facilities regulated pursuant to 310 CMR 7.29. First, through
amendments to 310 CMR 7.00: Appendix B(7), MassDEP is expanding the geographic area
within which projects must be located in order to qualify for GHG Credits for reduced, avoided,
or sequestered emissions of GHGs from the region® to the entire United States. Second, as
noticed in the Environmental Monitor on December 24, 2007, MassDEP is proposing to allow
facilities to demonstrate compliance by paying into the GHG Expendable Trust®, in accordance
with 310 CMR 7.00 Appendix B(7)(d)6. MassDEP has concluded that these changes will
provide sufficient compliance flexibility for affected facilities, and that it is not necessary to
extend the deadline for affected facilities to demonstrate compliance beyond September 2009.

Comment: One commenter stated that MassDEP should keep 310 CMR 7.29 in place until the
MA CO, Budget Trading Program has successfully commenced (Clean Water Action), while
another suggested that the provisions of 7.29 should be structured to automatically “sunset” upon
the commencement of the Massachusetts CO, Budget Trading Program (NRG). A third
commenter suggested that MassDEP repeal the CO, rate provisions of 310 CMR 7.29 before
they take effect on January 1, 2008 (Dominion). Several commenters expressed general support
for MassDEP’s proposal to end the CO, provisions of 310 CMR 7.29 with the implementation of
310 CMR 7.70 on January 1, 2009 (FPL, Northeast GHG Coalition, Dominion).

Response: As proposed, MassDEP is retaining 310 CMR 7.29’s CO, emissions cap standards
for 2007 and 2008, and its CO, emissions rate standards for 2008. The CO, emissions standards
of 310 CMR 7.29 will be replaced by the cap-and-trade provisions of the Massachusetts CO,

% A GHG Credit is “a credit based on an amount of emission reductions, avoided emissions or sequestered emissions
of a GHG. One GHG Credit has an assigned value of one ton of carbon dioxide equivalent. GHG Credits shall be
expressed in whole tons. When certifying or verifying GHG Credits, the number of GHG Credits is rounded down
for decimals less than 0.5 and rounded up for decimals of 0.5 or greater,” as defined in 310 CMR 7.00 Appendix
B(7)(b).

* The original geographic scope for GHG Credit projects included Connecticut, Delaware, Maine, Massachusetts,
Maryland, New Hampshire, New Jersey, New York, and Vermont.

>The GHG Expendable Trust is “ the trust established pursuant to 801 CMR 50.00 for the purpose of providing a
separate segregated interest-bearing account for the receipt of payments made pursuant to 310 CMR 7.00: Appendix
B(7)(d)5,” as defined in 310 CMR 7.00 Appendix B(7)(b).



Budget Trading Program beginning on January 1, 2009. This schedule will ensure continuity in
MassDEP’s effort to regulate CO, emissions from electric generating units.

Comment: One commenter noticed that 310 CMR 7.00 Appendix B(7)(d)5.c., which provides
for payments into the GHG Expendable Trust, was not included in the proposed amendments.
The commenter requested confirmation that MassDEP does not intend to eliminate 310 CMR
7.00 Appendix B(7)(d)5.c. (NRG).

Response: MassDEP is not eliminating or amending 310 CMR 7.00, Appendix B (7)(d)5.c.

Comment: One commenter requested that MassDEP extend the proposed deadline to receive
exchangeable GHG Credits under 310 CMR 7.29 for CO, Budget Trading Program® CO,
allowances’ beyond December 31, 2012. The commenter noted that this timeframe is shorter
than the ten-year or twenty-year allocation period for offset projects under the MA CO, Budget
Trading Program (Dominion). Another commenter requested that MassDEP move the proposed
deadline for the creation of exchangeable GHG Credits forward to correlate with the end of the
first three-year compliance period under the MA CO, Budget Trading Program on December 31,
2011. This commenter also asserted that the application deadlines for establishing project
eligibility for GHG Credit exchange are too lenient and will encourage more ineligible GHG
Credits to be created for compliance with 310 CMR 7.70 and not 310 CMR 7.29. (Environment
Northeast)

Response: MassDEP is retaining the proposed December 31, 2012 deadline for the verification
of GHG Credits that may be exchanged for CO, allowances under the MA CO, Budget Trading
Program. The purpose of this exchange is to compensate those who invested in projects because
of the GHG Credit program without creating an alternative means to acquire CO, Budget
Trading Program CO;, allowances. MassDEP has concluded that the 2012 deadline balances
these two objectives. Consistent with the Department’s intent to have an orderly transition to the
MA CO; Budget Trading Program, MassDEP is finalizing the amendments to 310 CMR 7.00
Appendix B(7) to clarify that applications for certification of GHG Credits that are received after
the effective date of these regulations will not result in the creation of GHG Credits that can be
exchanged for CO; allowances.

Comment: Regarding the exchange of GHG Credits for CO, allowances, several commenters
asserted that GHG Credits should not be discounted at a ratio of 2 to 1, and that there should be a 1
to 1 recognition for such investments that reduce, sequester or avoid greenhouse gas emissions
(Dominion, Northeast GHG Coalition, Entergy). According to one of these commenters, the 2 to 1
discount for GHG Credits is contrary to development of a national cap and trade program, and
such a policy would also discriminate against offset projects that meet all the key criteria for an
environmentally beneficial project, such as real, measurable, verifiable GHG reductions (Northeast
GHG Coalition). One commenter expressed support for the proposal to exchange one CO,

® The CO, Budget Trading Program is “a multi-state CO, air pollution control and emissions reduction program
established by regulation in several states, including Massachusetts pursuant to 310 CMR 7.70, for the purpose of
reducing emissions of CO, from CO, budget sources,” as defined in 310 CMR 7.70(1)(b).

" A CO, allowance is a “limited authorization by the Department or a participating state under the CO, Budget
Trading Program to emit up to one ton of CO,, subject to all applicable limitations contained in 310 CMR 7.70,” as
defined in 310 CMR 7.70(1)(b).



allowance for every two GHG Credits (Environment Northeast).

Response: A 2 to 1 exchange ratio was chosen because GHG Credits are not equivalent to CO,
offset allowances® or CO, allowances, and because this ratio strikes an appropriate balance
between recognizing investments in GHG Credit-generating projects and achieving the full
benefits of the MA CO; Budget Trading Program. MassDEP is therefore finalizing its proposal
to discount GHG Credits at a ratio of 2 tol.

Comment: One commenter suggested that the exchange provisions unfairly favor MA CO,
Budget Trading Program-ineligible projects. While GHG Credits earned by such projects may be
exchanged for CO, allowances, GHG Credits earned by MA CO, Budget Trading Program-
eligible projects may only be exchanged for CO; offset allowances, the use of which is
constrained (NRG).

Response: MassDEP has concluded that its proposal does not disadvantage MA CO, Budget
Trading Program-eligible projects. MA CO, Budget Trading Program-eligible projects projects
will be able to apply for CO, offset allowances at an undiscounted rate of one CO, offset
allowance for each GHG Credit. This option will adequately reward investment in eligible
projects. MassDEP is allowing the exchange of GHG Credits from MA CO, Budget Trading
Program-eligible projects for CO, offset allowances to encourage MA CO, Budget Trading
Program-eligible projects to participate in the GHG Credit market, instead of simply waiting for
a market to develop for the CO, Budget Trading Program.

Comment: One commenter suggested that MassDEP amend the final regulation to cap the
Greenhouse Gas Credit Exchange Set-aside at 1% of the MA CO, Budget Trading Program base
budget, ° or 266,602 CO, allowances (Environment Northeast).

Response: As proposed, MassDEP will allocate sufficient CO, allowances to the Greenhouse
Gas Credits Exchange Set-aside to cover the exchange of all unused GHG Credits from MA CO;
Budget Trading Program-ineligible projects for CO, allowances at a 2:1 ratio. The reference to
266,602 CO; allowances was included in the Technical Support Document to illustrate the likely
magnitude of the program, and not to imply that the number of allowances available for
exchange would be limited.

Comment: One commenter requested clarification regarding the proposal to allow the exchange
of GHG Credits for CO, Budget Trading Program CO; allowances. The commenter stated, “It
appears that DEP intended for proposed 310 CMR 7.70(10)(c)(4)(e) and related provisions to
ensure that only RGGI eligible offset projects would receive RGGI allowance credit — a vital

8 A CO, offset allowance is a “CO, allowance that is awarded to the sponsor of a CO, emissions offset project
pursuant to 310 CMR 7.70(10)(g) and is subject to the relevant compliance deduction limitations of 310 CMR
7.70(6)(e)1.c.,” as defined in 310 CMR 7.70(1)(b).

° The Massachusetts CO, Budget Trading Program base budget is “the annual amount of CO, tons available in
Massachusetts for allocation in a given allocation year, in accordance with the CO, Budget Trading Program. CO,
offset allowances awarded pursuant to 310 CMR 7.70(10) and Early Reduction CO, Allowances awarded pursuant
to 310 CMR 7.70(5)(c)2. are separate from and additional to CO, allowances allocated from the Massachusetts CO,
Budget Trading Program Base Budget,” as defined in 310 CMR 7.70(1)(b).



concern as allowing other sources of offsets to earn offset (and thereby allowance) credit would
undermine the entire regional program.” (CLF)

Response: MassDEP did not intend to entirely prevent projects that do not meet the
requirements of 310 CMR 7.70 from earning CO, Budget Trading Program CO, allowances; in
fact, the 2:1 exchange provisions in 310 CMR 7.00 Appendix B(7) and 310 CMR 7.70 explicitly
allow for this to occur through direct allocations of CO; allowances. These allocations are
necessary to provide a fair return on investment for projects that were initiated for the purpose of
complying with the CO, provisions of 310 CMR 7.29. MassDEP also notes that the CO,
allowances which will be exchanged are included in the MA CO, Budget Trading Program base
budget; therefore the exchange program will not undermine the environmental objectives of the
CO, Budget Trading Program by expanding the cap. It is true, however, that only projects that
meet the requirements of 310 CMR 7.70(10) can earn CO, offset allowances, and that any
project that meets the requirements of 310 CMR 7.70(10) can earn CO; offset allowances unless
the reduced, avoided, or sequestered emissions have already been used for compliance with the
CO;, provisions of 310 CMR 7.29. These exchange provisions will provide for a smooth
transition from the GHG Credit program to the MA CO, Budget Trading Program. MassDEP
also notes that GHG Credit applications received after the effective date of these regulations will
not generate GHG Credits that can be exchanged for CO, allowances.

Comment: Several commenters expressed concern about the supply of GHG Credits available
for compliance with 310 CMR 7.29. Specifically, it was requested that the geographic scope be
expanded and that payments into the GHG Trust be allowed as soon as possible (FirstLight,
Dominion).

Response: Provisions allowing MassDEP to accept payments into the GHG Expendable Trust
under certain conditions are retained in the final regulation, and the geographic scope in which
emission reduction, avoided emission, or sequestered emission projects can be located is also
expanded to the entire United States. In addition, as noticed in the Environmental Monitor on
December 24, 2007, MassDEP is proposing to allow payments into the GHG Expendable Trust,
in accordance with 310 CMR 7.00 Appendix B(7)(d)6. Furthermore, MassDEP intends to
propose, early in 2008, additional amendments to 310 CMR 7.00 Appendix B(7) that will clarify
the process and requirements by which emission reduction, avoided emission or sequestered
emission projects located outside of the United States may, under certain conditions, be used for
compliance with the CO2 emissions standards of 310 CMR 7.29. The date by which MassDEP
must annually evaluate the availability and price of GHG Credits is therefore being postponed
from February 15 to June 1 to allow time for the development of these amendments. As an
additional point of clarification, MassDEP notes that these actions shall have no effect on
whether or not MassDEP determines, in accordance with 310 CMR 7.00 Appendix B(7)(d)4.,
that insufficient GHG Credits are available for 2007 on or before June 1, 2008, and should not be
interpreted as any indication of whether or not MassDEP shall make such finding.

B. 310 CMR 7.70: Massachusetts CO?2 Budget Trading Program

1. Applicability

Comment: One commenter asserted that a cap and trade program to address carbon emissions



should cover all CO, sources (Mirant). Another suggested that methane emissions from landfills
should be included, and that the purpose should be revised to acknowledge life cycle emissions
of six GHG gases (Covanta).

Response: The purpose of the MA CO, Budget Trading Program is to control CO, emissions
associated with the generation of electricity. MassDEP acknowledges that adequately addressing
the climate problem will eventually require economy-wide regulation of greenhouse gas
emissions. The MA CO, Budget Trading Program represents a first step.

Comment: A number of comments were received regarding the definition of “eligible
biomass'?.” Many requested that the definition be clarified, and specific objections were raised
regarding the phrases “energy crops,” “sustainably harvested,” and “old growth” (H2 Diesel,
Environment Northeast). Some commenters argued that such terms should be tightly defined to
exclude fuels that do not fully meet the standards (Environment Northeast, CLF). Others argued
for a less restrictive definition to encourage the use of biomass fuels and processes (NE Biofuels
Collaborative, Senator Morrissey and Representative Dempsey, Northeast GHG Coalition, Bob
Machaver, FirstLight, Covanta), in several cases providing specific examples of fuels that could
be excluded under the proposed definition (NRG, H2 Diesel, International Paper Products).
Several commenters requested that MassDEP broaden the definition to be consistent with the
Division of Energy Resource’s Renewable Portfolio Standard regulations, or to include any
biomass fuel that has been approved by MassDEP through a Beneficial Use Determination
(NRG, Dominion, Senator Menard).

Response: MassDEP has concluded that the proposed definition of eligible biomass correctly
balances the need to acknowledge CO, emissions benefits associated with the substitution of
certain biomass fuels for fossil fuels with the need to consider the full range of environmental
impacts associated with biomass fuels. MassDEP acknowledges ongoing scientific and
technological progress in addressing life-cycle CO, emissions associated with biomass fuels, and
plans to work with other participating states’* to develop additional guidance on this matter.
However, MassDEP believes that the proposed definition of “eligible biomass” provides
adequate direction to allow for implementation of the relevant provisions of the MA CO, Budget
Trading Program.

Comment: “Liquid Biofuels” are listed as materials that qualify as “Eligible Biomass”; however
there is no formula provided in 310 CMR 7.70(8)(g) to quantify the portion of the CO, emissions
from these fuels that are of biomass origin. A formula should be added to 7.70(8)(g) to quantify
the CO, emissions resulting from combustion of the “bio” portion of a liquid biofuel, so that
these emission can be excluded from the CO, reconciliation process (i.e. do not have to be offset
by CO, Allowances). It does not make sense to list biofuels as eligible biomass fuels, and then

10 «Eligible biomass includes sustainably harvested woody and herbaceous fuel sources that are available on a
renewable or recurring basis (excluding old-growth timber), including dedicated energy crops and trees, agricultural
food and feed crop residues, aquatic plants, unadulterated wood and wood residues, animal wastes, other clean
organic wastes not mixed with other solid wastes, biogas, and other neat liquid biofuels derived from such fuel
sources. Sustainably harvested shall be determined by the Department,” as defined in 310 CMR 7.70(1)(b).

1 A participating state is “a state that is a member of the CO, Budget Trading Program and has promulgated a
regulation consistent with 310 CMR 7.70,” as defined in 310 CMR 7.70(1)(b).



provide no means to determine the CO, emissions attributable to the biomass fraction of these
fuels. (Bob Machaver)

Response: The GHG emissions benefits of combusting liquid biofuels in place of fossil fuels
can vary significantly due to the wide range of their production processes, and recent scientific
efforts have not yet produced adequate methods to quantify these benefits for specific fuels.
Therefore, MassDEP has revised the definition of eligible biomass so that it no longer includes
liquid biomass fuels. This means that CO, emissions associated with the combustion of liquid
biofuels cannot be deducted from a facility's compliance obligation. However, MassDEP will
continue to research this issue, along with other participating states, and may propose
amendments to the definition of “eligible biomass” in the future.

Comment: One commenter requested that MassDEP revise its applicability criteria so that any
unit will be exempt from the program if the fossil fuel combusted comprises no more than 50
percent of the annual heat input on a Btu basis during any year, regardless of whether that unit
commenced operation before or after January 1, 2005. (FirstLight)

Response: MassDEP is finalizing the applicability requirements and definition of “fossil fuel
fired” as proposed without modification. The language in the “fossil fuel fired” definition is
intended to allow facilities that burn a significant portion of biomass to be excluded from the MA
CO, Budget Trading Program. The January 1, 2005 date was intended to differentiate between
existing biomass facilities and new state of the art biomass facilities. For facilities operating
prior to that date, the threshold was set at 50% in recognition of the fact that existing older
biomass facilities may have difficulty obtaining the higher 95% threshold applied to newer state
of the art facilities. Both the 50% and 95% thresholds are “once in always in” thresholds,
meaning that if a facility ever exceeded or exceeds in the future the applicable threshold, that
facility would be subject to the program. MassDEP points out that the monitoring section of the
MA CO, Budget Trading Program provides for quantification of CO, emissions from eligible
biomass, and that the emissions from eligible biomass are not included in the calculations to
determine the facility’s compliance obligation.

2. Size and Structure of the Cap

Comment: On the basis of recent emissions data, several commenters concluded that the base
budget is too high to drive actual reductions in CO, emissions (UCS, MA Sierra Club,
Environment Northeast, Environmental Entrepreneurs). Others argued that the base budget is
too small to account for expected demand growth (AIM, MA Food Association, Retailers
Association of MA, Boston Real Estate Board, NRG), or that it should have been set higher
using 1990 emissions data, a baseline used in various other contexts (Senators Morrissey and
Dempsey, James Smith, AIM).

Response: The MA CO, Budget Trading Program initially aims to stabilize emissions from 2009
through 2014 at a level roughly equivalent to historical emissions, and the base budget was
established to be consistent with this goal. The most recent emissions estimates that were
available at the time were used in setting the base budget, and MassDEP does not believe that it
IS appropriate to revisit it at this time.

10



3. Allocation

Comment: One commenter stated that the MA Energy Facilities Siting Board (EFSB) has
previously required some new facilities to offset CO, emissions and suggested that direct
allocations of CO, Budget Trading Program CO, allowances be made to those facilities
corresponding to emissions that have already been offset (Millennium).

Response: The EFSB requirements mandate that only a very small percentage (1 %) of a new
energy facility’s CO, emissions be offset for a twenty-year period. MassDEP also notes that new
major sources of nitrogen oxide emissions are required to offset more than 100% of the facility’s
potential emissions, and that those same facilities are not given special consideration under any
of MassDEP’s cap-and-trade programs for nitrogen oxide emissions. Therefore, MassDEP has
concluded that there is no need to allocate CO, allowances to facilities that have been required to
offset CO, emissions by the EFSB.

Comment: One commenter requested that “the regulations allow for the establishment of a
flexible mechanism for state agencies and authorities to obtain CO, allowances.” Specifically,
the commenter asserted that “the MBTA would not be able to participate in a multi-state auction
or a state run auction where allowances are sold,” and that expenses incurred through auctions
may not be consistent with a “statutorily-imposed Forward-Funding backdrop” which requires
“fiscally responsible purchases.” (MBTA)

Response: Public and quasi-public authorities and agencies will have the ability to purchase CO;
allowances at auction or through secondary markets, in the same way as all other facilities
regulated under 310 CMR 7.70. MassDEP believes it is important for the Commonwealth to
lead by example and ensure that all facilities, including state agencies and state authorities, that
are subject to 310 CMR 7.70 are subject to the same requirements as other affected facilities.

Comment: Several commenters expressed concern about MassDEP’s plan to auction nearly all
CO; allowances, especially in the first few years of the program (Business Council for
Sustainable Energy, Entergy, NRG). These comments asserted that generators will raise prices
to compensate for additional risk associated with the need to own CO; allowances, or even shut
down if they are not confident that allowances will be available for compliance (Millenium,
Representative Keenan, NRG). Several commenters proposed a gradual transition away from
direct allocations as an acceptable compromise (MA Food Association, Retailers Association of
MA, Boston Real Estate Board, Millennium, Representative Keenan). Many comments were
received in support of the decision to auction allowances (Northeast CHP Initiative, UCS
Environment MA, FPL, MA Sierra Club, National Grid, Ceres).

Response: The Regional Greenhouse Gas Initiative planning process provided a forum in which
possible allocation methods, including output-based methods, were discussed extensively by
stakeholders, academics, and regulators. After careful consideration of these discussions,
MassDEP concluded that direct allocations are not necessary to ensure the ability of generators
to obtain needed allowances. Regulations covering CO, allowance auctions have been proposed
by MassDOER as 225 CMR 13.00. The first auction will occur prior to the commencement of
the first control period, and multiple auctions during the first control period will provide
additional opportunities to obtain CO, allowances. Therefore, MassDEP has concluded that

11



sources will have sufficient opportunities to purchase allowances through auctions and secondary
markets.

Comment: Many comments about auction mechanisms and possible uses for auction proceeds
were received by MassDEP (Business Council for Sustainable Energy, ISO NE, Representative
Keenan, Senator Menard, Representative Haddad, Northeast GHG Coalition, MA Sierra Club,
E2, MA DPU, Constellation, MA Food Association, Retailers Association of MA, Boston Real
Estate Board).

Response: MassDEP’s regulations provide for the allocation of CO, allowances to a
Massachusetts Auction Account®?, but they do not contain provisions that specify auction
mechanisms or uses for proceeds. Regulations covering allowance auctions have been proposed
by the MA Division of Energy Resources (DOER) as 225 CMR 13.00. Responses to these
comments are being prepared by DOER.

4. Temporal Flexibility Mechanisms

Comment: One commenter pointed out that there is a minus sign missing between
"AEERBASELINE” and “AEERERP” in the equation for Early Reduction Allowances.
(Loreti)

Response: MassDEP agrees and thanks the commenter for pointing out the omission. A minus
sign has been added to the final regulation.

Comment: Two commenters suggested that MassDEP remove provisions that create Early
Reduction Allowances (UCS, Environment Northeast). One of these commenters explained: “In
light of the emerging consensus among participating states that auctioning 100% of allowances is
the right policy, such early reductions (along with the efficiency gains and/or cost-savings that
motivated them) are their own reward, and ERAs would be an unnecessary compensation.
Generators who have achieved such reductions since 2006 (the beginning of the proposed
eligibility period) or may achieve them prior to RGGI’s effective date of January 1, 2009, will
have reduced their need to purchase allowances. Granting such allowances — particularly in light
of indications that the regional cap may be too high to begin with — would run directly counter to
RGGI’s policy goal” (UCS).

Response: Early reductions may help smooth the path to compliance for all sources and reduce
the overall costs of the program. The comment is correct to point out that some early actions,
such as capital improvements that increase combustion efficiency, may lead to decreased
compliance obligations in future years. However, there are other early actions, such as
temporary fuel switching, that would otherwise not be rewarded. Rewards for early action also
generally encourage early compliance with other MassDEP programs.

12 The Massachusetts Auction Account is “an account administered by the Massachusetts Division of Energy
Resources for purposes of auctioning CO, allowances,” as defined in 310 CMR 7.70(1)(b).

12



5. Offsets (General Comments)

Comment: Several commenters requested that MassDEP include a protocol for evaluating new
offset categories (Millenium, FirstLight, Entergy). One commenter suggested that this protocol
have broad standards for ownership and limited geographic restrictions, and should avoid overly
burdensome additionality requirements that create uncertainty (Entergy). Other commenters
made general requests that the regulation be revised to include additional categories, or that
additional categories be added expeditiously after the promulgation of 310 CMR 7.70 to ensure
that sufficient offset supply is available (ISO NE, FirstLight). Some commenters also proposed
specific additional offset categories, including coal ash processing such as the current project at
Brayton Point, urban tree planting projects, the use of co-generated steam to displace in-building
combustion of fossil fuels, combined heat and power systems, gasification of biomass not
included in the definition of eligible biomass, municipal solid waste combustion projects,
methane emission reductions from the replacement of natural gas mains, strategic tree planting
projects that mitigate building energy demands, the destruction of refrigerant gasses that are
potent greenhouse gasses, efficiency upgrades at existing fossil fuel plants and hydro facilities,
“municipal offset programs,” and projects that avoid emissions (Loreti, Millennium,
Representative Haddad, NRG, FirstLight, ICLEI, National Grid, Neil Collins, Urban Ecology
Institute, Northeast CHP Initiative, Mirant, Covanta, Entergy).

Response: The final rule does not include any categories beyond the five that were included in
the original proposal. After extensive study during the Regional Greenhouse Gas Initiative’s
planning process, the five project categories were selected with consideration of expected offset
supply within the borders of participating states, the relative ease of developing standards, and
the likelihood of mandatory greenhouse gas regulations for that sector. MassDEP will, however,
continue to work toward the development of additional offset categories with the other
participating states. Proposed categories will be evaluated based on the requirements included in
310 CMR 7.70(10). Specifically, MassDEP must be confident that any CO, offset allowances
awarded from new offset categories meet the requirements of 310 CMR 7.70(10)(a) that offsets
“represent CO; equivalent emission reductions or carbon sequestration that are real, additional,
verifiable, enforceable, and permanent within the framework of a standards-based approach.”

Comment: One comment suggested that offsets provisions be adopted as a separate regulation to
facilitate future amendments (Environment Northeast).

Response: Offsets provisions can be amended in the future even if they are included in the MA
CO, Budget Trading Program regulations package.

Comment: Several comments encouraged MassDEP to increase the percentage of compliance
obligations that can be met with CO, offset allowances (Mirant, Millennium).

Response: The option to use offsets for a small fraction of compliance obligations will provide
flexibility to sources by allowing for the use of documented off-grid reductions to compensate
for excess on-grid emissions. However, allowing offsets to be used to satisfy a larger fraction of
a facility’s compliance obligation would undermine the program’s intent to ensure that some
emissions reductions occur within the electric sector. MassDEP also notes that the regulation
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includes provisions that allow for the use of offsets to meet increased percentages of compliance
obligations after a period of sustained high allowance prices.

Comments: One commenter argued that prohibitions against offset projects that receive funding
or other incentives through any system benefit fund, or through MA’s CO, allowance auctions,
are too broad and could exclude projects that have various environmental benefits, such as
combined heat and power projects (Northeast CHP Initiative).

Response: MassDEP is finalizing the provisions that prohibit offset projects that receive funding
or other incentives through any system benefit fund, or through MA’s CO, allowance auctions,
as proposed. MassDEP has concluded that these prohibitions, which are included as General
Additionality Requirements, are necessary to ensure that CO, offset allowances are not awarded
to projects that would have occurred without the offset provisions of the MA CO, Budget
Trading Program.

Comment: One commenter requested that projects that retire CO, credits or allowances under
other greenhouse gas programs should be eligible to receive CO, offset allowances. The
commenter added that the regulations should not limit the ability of a project developer or
investor to choose the program under which a project will receive CO, offset allowances or
credits. (Entergy)

Response: Proposed and final regulations allow for the creation of CO, offset allowances
through the retirement of allowances or credits from other greenhouse gas programs after the
occurrence of a stage two trigger event.® The regulations do not place limits on the ability of a
project developer to choose between programs, beyond those that are necessary to prevent
double counting and those that constrain the geographic scope for offset projects. MassDEP has
concluded that provisions that initially limit CO, offset applications to projects in participating
states, or states that have signed relevant memoranda of understanding with all participating
states, are desirable because they will maximize local economic and environmental co-benefits
of offset projects and limit the administrative demands of the offset program. On the other hand,
MassDEP has included the stage two trigger event mechanism, which allows for the acceptance
of allowances or credits from other programs after a period of sustained high CO, allowance
prices, to protect against the possibility that the demand for offset projects exceeds supply in the
specified geographic area.

6. Offsets (Specific Categories)

Comment: Two commenters requested clarification regarding end-use efficiency offset projects
that include co-generation of steam and electricity. One commenter asked whether the general
additionality requirements were intended to entirely exclude projects that include an electricity
generation component, and another requested clarification that co-generation projects are
allowed (Northeast CHP Initiative, Mirant).

3 A stage two trigger event is “the occurrence of any twelve month period that completely transpires following the
market settling period and is characterized by an average CO, allowance price that is equal to or greater than the
stage two threshold price,” as defined in 310 CMR 7.70(1)(b). The stage two trigger price is set at $10 in 2005
dollars, and will be annually increased by 2% plus the annual percent change in the Consumer Price Index.
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Response: MassDEP acknowledges that the general requirements and specific methodologies for
co-generation and combined heat and power offset projects remains unclear, and plans to work
with other participating states to develop further guidance on this issue in the future. Projects
with an electric generation component may be eligible for CO, offset allowances provided that
the project sponsor transfers to the Department or its agent legal rights to any and all attribute
credits (other than the CO2 offset allowances that would be awarded under 310 CMR
7.70(10)(g)) generated from the operation of the offset project that may be used for compliance
with a renewable portfolio standard or other regulatory requirement.

Comment: One commenter requested clarification of methods for calculating offsets for fuel
switching to a less carbon-intensive fuel for use in combustion systems, including the use of
liquid or gaseous renewable fuels, as described in 310 CMR 7.70(10)(e)4.a.i.(vii). The
commenter suggested that the proposed regulations were unclear about whether or not fuel-
switching projects were eligible to receive CO, offset allowances according to the “end-use
efficiency projects” criteria, and requested clearer methods for calculating the CO, offset
allowances for which they are eligible. The commenter also expressed concern that the term
“renewable fuels” was not clearly defined, and suggested that MassDEP adopt a definition of
renewable fuels similar to the one used by New Jersey’s Renewable Portfolio Standard and
dissimilar from the federal definition, which, in the commenter’s opinion, excludes some fuels
with CO; benefits. (H2 Diesel)

Response: The calculation method provided can be used to calculate emissions reductions from
fuel-switching projects. The formula for calculating emission reductions included in 310 CMR
7.70(10)4.d.ii. must be used for each fuel type; in the case of fuel switching there will be a
decrease in emissions from the replaced fuel type, but there may be a smaller increase in
emissions from a replacement fuel. The “emission reduction” associated with the replacement
fuel will be a negative number and will therefore be subtracted from the emission reduction
associated with the replaced fuel, yielding a positive net emissions reduction that accounts for
changes in emissions associated with both fuels. For clarification, the regulation has been
revised to replace the term “renewable fuel” with “eligible biomass.” For fuel-switching projects
that use eligible biomass as a replacement fuel, calculations should be completed as for other
fuels, but an Emissions Factor of 0.0 Ibs. CO,/MMBtu should be used. Furthermore, MassDEP is
replacing the phrase "renewable energy" with "solar and geothermal energy" to clarify which
projects qualify under 310 CMR 7.70(10)4.a.i.(i) as "improvements in the energy efficiency of
combustion equipment that provide space heating and hot water."

Comment: One commenter argued that the method provided for calculating offsets for the
destruction of methane gas from landfills should require projects to directly measure and account
for oxidation factors, combustion efficiencies, and fugitive emissions over the life of the landfill.
(Covanta)

Response: MassDEP has concluded that the methods described in the proposed regulations are
sufficiently accurate to quantify emissions reductions associated with the destruction of methane
gas from landfills. MassDEP is therefore finalizing the CO, emissions offset project standards
for landfill gas as proposed.
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Comment: One commenter requested that the definition of “market penetration rate” be
“clarified to explicitly allow [MassDEP] to consider specific segments of a market” such as
industrial, commercial, or residential market segments. (Northeast CHP Initiative)

Response: MassDEP has concluded that the definition of “market penetration rate” adequately
balances the need to ensure that offset projects are “additional” with the need to provide a
definition that will apply across a range of technologies and market characteristics. The
definition allows MassDEP to consider specific segments of a market such as industrial,
commercial, and residential.** MassDEP also notes that the regulations allow for the issuance of
additional guidance in this area should it be appropriate in the future.

Comment: One commenter suggested that when evaluating offset projects, MassDEP apply the
global warming potentials found in the Intergovernmental Panel on Climate Change’s Second
Assessment Report. (Loreti)

Response: The final regulations include global warming potentials from the Intergovernmental
Panel on Climate Change’s Third Assessment Report because these were the most recent global
warming potentials available when the rule was proposed.

7. Allowance Retirements for VVoluntary Purchases of Renewable Enerqgy

Comment: There were many comments generally supportive of the decision to retire CO,
allowances to support voluntary purchases of renewable energy (Northeast CHP Initiative,
Constellation. However, almost all of these comments argued that the proposal to cap the
number of allowances that can be retired each year is arbitrary and does not fully account for the
reductions in global warming pollution provided by voluntary purchases of renewable energy
(CLF, Winston Vaughn, MA Sierra Club, Environmental Entrepreneurs, Clean Water Action,
Environment Northeast, UCS, Business Council for Sustainable Energy, ICLEI, more than 600
unaffiliated citizens). One commenter also pointed out that the cap could create confusion about
whether any particular voluntary purchase of renewable energy can be said to have resulted in
emissions reductions (UCS). Others expressed opposition to any retirements that could lead to
allowance shortages (Mirant, Dominion, FPL), or claimed that, if retirements are to occur, the
cap should be maintained to ensure that retirements do not lead to allowance shortages (MA
DPU, FPL). One commenter requested clarification that the intention is to retire up to 200,000
CO,, allowances per year (Environment Northeast).

Response: MassDEP acknowledges commenters’ concern about the implications of a
constraining cap on the number of CO2 allowances allocated to the VVoluntary Renewable
Energy (VRE) Account. While proposed language limiting allowance retirements for voluntary
renewable energy purchases to 200,000 allowances each year has been retained in the final
regulation, additional language has been added providing for MassDEP to periodically review all

14 Market penetration rate is defined as “a measure of the diffusion of a technology, product, or practice in a defined
market, as represented by the percentage of annual sales for a product or practice, or as a percentage of the existing
installed stock for a product or category of products, or as the percentage of existing installed stock that utilizes a
practice. The Department may determine an appropriate market definition and market penetration metric for a
category of technology, product or practice, and may issue guidance specifying the technologies, products or
practices that meet a specified market penetration rate,” as defined in 310 CMR 7.70(10)(b).
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aspects of these provisions, in consultation with the Division of Energy Resources.

Comment: Several commenters suggested that MassDEP retire CO, allowances in the VRE Set-
aside for renewable energy projects located in any participating state, and not just those states
covered by the MA Renewable Portfolio Standard (RPS). (UCS, Constellation)

Response: Eligible voluntary purchases of renewable energy are limited to MA RPS-eligible
Renewable Energy Credits to ensure that the renewable energy sources satisfy DOER’s
definition of new renewable energy, and, in the case of biomass, have low emissions. This
requires constraining the geographic scope to those states covered by MA’s RPS and facilitates
administration of this program.

8. Economic Impact and Cost Controls

Comment: Several commenters requested that MassDEP include some explicit mechanism to
facilitate or mandate withdrawal from the program if it becomes too expensive (FPL, Senator
Morrissey and Representative Dempsey, Representative Haddad). Another commenter requested
that MassDEP include the authority to waive or suspend compliance obligations for a particular
source because of high CO, allowance prices or other causes beyond the control of CO, budget
sources (Northeast GHG Coalition). One commenter argued against the inclusion of such
provisions (CLF).

Response: Certainty about compliance obligations is a necessary component of the market-based
system that will be created by the CO, Budget Trading Program. Conversely, uncertainty that
would be caused by an opt-out provision would lessen the incentive to plan for future emissions
reductions. Furthermore, the regulations include a number of provisions designed to limit price
impacts. In addition to the flexibility mechanisms described in the following response, these
provisions include an expansion of the use of CO, offset allowances in the event that certain
price triggers are exceeded. In the event that a stage one trigger price event occurs, CO, budget
units will be able to expand their use of CO, offset allowances from 3.3% of their compliance
obligation to 5% of their compliance obligation. If a stage two trigger event occurs, CO, budget
units will be able to meet 10% of their compliance obligation through CO, offset allowances, and
MassDEP will award CO, offset allowances for the permanent retirement of greenhouse gas
allowances or credits that meet specific criteria, even if they are created outside of the United
States. These actions should increase the supply of CO, allowances available for the CO,
Budget Trading Program (offset allowances are issued in addition to those allowances allocated
to each state), lowering their price, and the cost of compliance. Therefore, MassDEP is
finalizing the proposed regulation without any additional components that would allow
suspension of, or withdrawal from the program.

Comment: Many comments described concerns that the CO, Budget Trading Program will lead
to higher electricity prices, and that these higher prices will have adverse impacts on low-income
consumers and some types of businesses (Paul Reichert, AIM). Some of these comments
advocated inclusion of a price cap in the regulation as a guarantee against serious economic
effects (Senator Menard, MA Food Association, Retailers Association of MA, Boston Real
Estate Board, Senator Keenan). One commenter predicted, “in any event RGGI program impacts
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in regional electricity price formation will be overwhelmed by the changes in underlying fuel
prices” (MA DPU).

Response: While CO, allowance costs will exert some direct upward pressure on electricity
prices, any price impacts are expected to be minor. The Regional Greenhouse Gas Initiative
(RGGI) planning process employed sophisticated economic models to characterize potential
economic impacts on the electricity sector and the broader economy. The resulting data was
discussed extensively by stakeholders, academics, and regulators. After careful consideration of
these analyses, MassDEP has concluded that the CO, Budget Trading Program is unlikely to
have substantial impacts on electricity prices. The proposed regulations also include a number of
provisions designed to limit price impacts. These provisions include three-year compliance
periods that mitigate impacts of year-to-year variation in weather and economic activity, and
offset provisions that allow for limited compliance through off-sector reductions. In the event
that prices exceed specified triggers, compliance periods will be expanded to four years and the
expanded use of offsets will be allowed as described above.

Comment: Several commenters expressed concern that the MA CO, Budget Trading Program
could adversely affect the reliability of the electrical grid and drive MA toward increased
reliance on natural gas for electricity generation (James Smith, Senator Morrissey and
Representative Dempsey, AIM). One commenter stated, “We do not expect that RGGI will
jeopardize reliability in the New England region” (MA DPU).

Response: MassDEP, through it’s participation in the Regional Greenhouse Gas Initiative’s
planning process, has considered likely effects of the CO, Budget Trading Program on the
region’s electricity grid and concluded that significant negative impacts on reliability and fuel
diversity are unlikely. The grid is designed to be resilient against sudden and unpredictable
challenges such as the shutdown of a large nuclear power plant or sustained extreme
temperatures. The MA CO, Budget Trading Program, by contrast, will impose relatively minor
and predictable requirements that can be anticipated and prepared for prior to the commencement
of, and during, multi-year compliance periods.

9. Imports and Leakage

Comment: A number of comments referred to the potential for leakage, in which increased
electricity costs in participating states lead to increased emissions outside of participating states.
Two mechanisms by which increased prices for electricity generated in participating states could
cause leakage were described: Higher-emitting generators that are not required to purchase and
retire allowances could increase production of electricity for export to participating states, and
higher-emitting factories located outside of the United States could increase production of
manufactured goods to replace goods not produced in MA factories that close because of high
electricity prices (Salem Harbor Alliance for Reliable Energy, Representative Keenan, MA
Sierra Club, MA Food Association, Retailers Association of MA, Boston Real Estate Board,
FirstLight, Representative Keenan, Senator Morrissey and Representative Dempsey, Senator
Menard, Dominion, James Smith, AIM, UCS).

Response: MassDEP acknowledges that there is likely to be some amount of leakage as a result
of the CO, Budget Trading Program. However, MassDEP has concluded that the threat of
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leakage is not sufficient to delay implementation of this program. In reaching this conclusion,
MassDEP considered studies undertaken during the Regional Greenhouse Gas Initiative’s
planning process that used energy systems and economic models to characterize shifts in the
location of electricity production and likely effects on economic sectors such as manufacturing.
It is important to note that policy measures to reduce demand for electricity, such as those being
considered by the Commonwealth and other participating states (e.g., expanding energy
efficiency programs), would moderate the impetus for leakage. MassDEP will participate in
regional efforts to monitor changes in electricity generation and consumption in MA, the region,
and beyond as the CO, Budget Trading Program is implemented; and will continue to work with
the other participating states in their ongoing evaluation of policy options that can be
implemented to reduce leakage.

10. Coordination with other State and Federal Programs

Comment: Commenters urged MassDEP to promulgate regulations as similar to the RGGI
Model Rule as possible and consistent with the RGGI Memorandum of Understanding (MOU)
(CLF, Mirant).

Response: MassDEP has concluded that it is in the best interests of the Commonwealth to
participate in the CO, Budget Trading Program. Therefore, where appropriate, MassDEP has
promulgated regulations that are similar to the RGGI Model Rule and consistent with the RGGI
MOU. MassDEP notes, however, that there are many provisions of the RGGI Model Rule that
provide flexibility to the states to adopt their own regulatory approaches.

Comment: Several commenters suggested that MassDEP include a provision requiring the
adoption of consistent programs in several other states before the provisions of the MA CO,
Budget Trading Program take effect (Dominion, Northeast GHG Coalition, NRG). One
commenter cautioned against the inclusion of such language (CLF).

Response: MassDEP is committed to implementing the MA CO, Budget Trading Program on
schedule, and regulating CO, emissions from CO, budget sources beginning January 1, 2009.
MassDEP expects most of the RGGI MOU signatory states to have rules in place to implement a
program similar to the MA CO, Budget Trading Program by the January 1, 2009 start date.
However, 310 CMR 7.70 is a MA program that does not require the participation of other states
and MassDEP plans to move forward with its own program even if other RGGI MOU signatories
do not have rules in place by January 1, 20009.

Comment: One commenter asked: “It is not yet clear from those who created this process, how
RGGI will interact with our own state legislature and our own state regulations. Will we as a
sovereign state be giving up our authority to legislate?”” (Representative Keenan)

Response: No, 310 CMR 7.70 is a MA program that does not require the participation of other
states. MA is not ceding any authority to legislate or regulate.

Comment: Several commenters requested that MassDEP not implement the MA CO, Budget
Trading Program because national legislation will soon render the program unnecessary (James
Smith, Salem Harbor Alliance for Reliable Energy, Representative Keenan), while another
recommended that the regulations contain a provision to provide for automatic withdrawal when
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a federal program is in place (Mirant, Representative Haddad).

Response: MassDEP is proceeding with its plans to implement the MA CO, Budget Trading
Program without a sunset provision. If a federal program is implemented, MassDEP will
evaluate the federal requirements and, if appropriate, will propose amendments to the MA
program.

11. Allowance Tracking Accounts

Comment: One commenter expressed support for proposed provisions that allow any person to
open and use an account to hold or transfer CO, allowances. (Entergy)

Response: Provisions that allow any person to open and use a general account to hold or transfer
CO2 allowances are retained in the final regulation.

12. Monitoring

Comment: Regulations must ensure that public and quasi-public authorities and agencies of the
Commonwealth are provided with sufficient time to comply with the monitoring and reporting
requirements. (MBTA)

Response: The quasi-public authorities subject to 310 CMR 7.70 are small and could generate
Electronic Data Reports (EDRSs) using EPA Monitoring Data Checking (MDC) software without
installing additional monitoring systems. MassDEP has concluded that the promulgation
schedule for 310 CMR 7.70 will provide facilities sufficient time to comply with the monitoring
and reporting requirements contained therein.

Comment: One commenter requested that the draft regulations be revised to “allow sources to
use Equation G1 in 40 CFR Part 75 for determining CO; emissions provided the flow and
composition measurements meet established quality criteria.” The commenter asserted that
equation G1 may represent the most accurate method in some cases. (Loreti)

Response: MassDEP has decided not to allow the use of Equation G1 in 40 CFR Part 75 at this
time. While G1 is capable of providing accurate CO, emissions data, MassDEP has not yet
found a way to overcome its limitations with respect to QA/QC protocols. In the event that
MassDEP finds a way to overcome these hurdles, it will reevaluate this decision, and notify
sources as appropriate.

Comment: One commenter suggested that “the equations for calculating CO, emissions from
biomass should be revised to eliminate the heating value term.” (Loreti)

Response: MassDEP agrees that the heating value terms are unnecessary for gaseous biomass,
and has simplified the equations in 310 CMR 7.70(10)(g)2.c. accordingly.

Comment: Non-Acid Rain CO, Budget units should be able to provide CO, emissions data
under the Massachusetts CO, Budget Program by reporting CO, emissions in the same EDRs
used to report quarterly NOy emissions. RGGI states should request, or pay, Environmental
Protection Agency (EPA) Clean Air Markets Division (CAMD) to revise their EDR Checking
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software so that the EPA software can properly recognize and evaluate such CO, EDR data for
non-Acid Rain CO, Budget sources, perhaps by adding a new Code in the Program Field of RT
505. (Bob Machaver).

Response: MassDEP welcomes technical support from federal agencies, and will continue to
explore options for utilizing existing reporting infrastructure.

Comment: In 310 CMR 7.70(8)(g)2.b., I believe the formula used to calculate Ber for solid
biomass fuels should be revised so that “HHV” (higher heating value) is reported in units of
“MMBtu/lb” not “Btu/lb” in order for the calculated “HI”” (heat input) to be determined in units
of MMBtu. The formula used to calculate Ber for gaseous biomass fuels should be revised so
that the “HHV” of the gas is reported in units of “MMBtu/scf” not “Btu/scf” in order for the
calculated “HI” to be determined in units of MMBtu (Bob Machaver).

Response: MassDEP agrees, and has amended 310 CMR 7.70(8)(g)2.b. appropriately.

Comment: In 310 CMR 7.70(8)(g)2c, | believe the formula used to calculate Bgr for gaseous
biomass fuels should be revised so that “C” (carbon content in percent) is divided by 100 to
make it a fractional value (Bob Machaver).

Response: MassDEP has revised units for carbon content to fraction by weight.

Comment: The requirements of 310 CMR 7.70(8)(b)4.b.ii. and iii. should only apply to
Continuous Emissions Monitoring Systems (CEMSs), not Appendix D monitoring systems.
Appendix D monitoring systems determine CO, emissions and heat input from fuel flow and fuel
sampling, and therefore changes to the “flue gas handling system”, “replacement of analyzers”,
“change in probe location” and “changes in the flow monitor polynomial” will not affect CO,

monitoring by these Appendix D systems under 310 CMR 7.70 (Bob Machaver).

Response: MassDEP agrees with the commenter, and has revised 310 CMR 7.70(8)(b)4.b.
accordingly.

Comment: In practice, MassDEP should ensure that for new CO, Budget Units, all of which
will all also be subject to the Mass Clean Air Interstate Rule (CAIR) and Acid Rain Programs,
the source will only be required to submit a single Certification Application, as the same
monitoring system will be used for all three programs. To the extent feasible, MassDEP should
consolidate the Certification and Certification Application submittal process for these programs
(Bob Machaver).

Response: MassDEP will consolidate the Certification and Certification Application submittal
process for these programs to the extent feasible, and will not require certification information to
be submitted three separate times for Mass CAIR, the Acid Rain Program, and the MA CO,
Budget Trading Program.

Comment: The 310 CMR 7.70(3)(c)5. provisions require that non-Acid Rain units (i.e. units not
subject to 40 CFR 72) submit a detailed Monitoring Plan. It is suggested that any detailed
Monitoring Plan previously submitted and accepted under 40 CFR 75 for Mass CAIR /NOx
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Budget15 only sources, will also be acceptable under 310 CMR 7.70, so long as the Monitoring
Plan has been modified/elaborated to describe any additional Data Acquisition and Handling
Software (DAHS) calculations [or hardware, if applicable] incorporated into the CEMS to
determine CO, emissions.

The 310 CMR 7.70(3)(c)4. provisions indicate that any modification to the monitoring
methodology approved for Acid Rain units under 40 CFR 72-75 are automatically approved and
incorporated into the MA CO, Budget Program Emissions Control Plan (ECP). This provision
should be extended to NOx Budget/Mass CAIR only sources. More specifically, this provision
should indicate that any modification to the monitoring methodology used by a CO; budget unit
that conforms with 40 CFR 75 methods and procedures will be allowed (i.e. approved by
MassDEP and incorporated into the MA CO; Budget Program ECP) (Bob Machaver).

Response: MassDEP does not believe that it would be appropriate to modify 310 CMR
7.70(3)(c)4. as requested. NOy Budget and Mass CAIR monitoring plans address NOy, not CO;
therefore, no non-Acid Rain unit has an approved CO, monitoring plan. EPA oversees Acid
Rain units’ monitoring methods for CO,; however, 40 CFR Part 75 does not require EPA review
and approval of CO, monitoring methods for NO, Budget or Mass CAIR sources. Therefore,
MassDEP review of CO, monitoring methods is necessary for all units that are not Acid Rain
units.

Comment: This CO; rule should explicitly indicate that any method allowed under 40 CFR 75
for the monitoring of CO, emissions would automatically be allowed under 310 CMR 7.70 for
use by non-Acid Rain sources (Bob Machaver).

Response: Non-Acid Rain sources can use all of the CO, monitoring methods allowed for Acid
Rain sources under 310 CMR 7.70(8), which are all the methods allowed under 40 CFR 75
except equation G1.

Comment: The Reporting deadlines discussed in 310 CMR 7.70(8)(a)2 and 3. do not appear to
fully specify the initial emission reporting date for new CO, budget units. The 310 CMR
7.70(8)(a)(3) provisions indicate how emission data is to be reported if a CEMS has not
completed certification testing within the timelines specified in 310 CMR 7.70(8)(a)2. However,
for a new Unit that completes CEMS Certification before expiration of these timelines, it is
unclear: (a) if reporting begins the hour immediately following the end of the applicable CEMS
Certification deadline date (i.e. the earlier of 90 operating days or 180 calendar days after
commencement of commercial operation); or (b) if reporting begins at the hour following
completion of Certification testing (which would normally pre-date the CEMS Certification
deadlines). Under 40 CFR 75, EDR reporting is initiated at the date of initial provisional CEMS
Certification if it precedes the certification deadline date (see 40 CFR 75.64); however 310 CMR
7.70 appears to be silent on this issue (Bob Machaver).

Response: 310 CMR 7.70(8)(a)1.b. and (e)4.b. require units to follow all requirements of 40
CFR Part 75, including reporting as detailed in 40 CFR 75.64, i.e., reporting should begin with
provisional certification if prior to the deadline.

> NO, Budget and Mass CAIR are cap-and-trade programs for ozone season emissions of NO, which end in 2008
and begin in 2009, respectively.
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Comment: Non-Acid Rain NOy Budget units should qualify for the initial certification
exemption under 310 CMR 7.70(8)(b)1, except for perhaps requiring a DAHS verification. It is
requested that the language of this provision be revised to explicitly indicate that this “Initial
Certification” exemption extends to any unit: (a) that has been certified under 40 CFR 75; and
(b) does not require hardware modifications to upgrade the system to perform CO, monitoring
and reporting (Bob Machaver).

Response: Non-Acid Rain CO, Budget units are unlikely to have initially conducted the
necessary CO, monitoring system certification tests and maintained such certification through
ongoing testing, largely because under the NO, Budget Program, units typically conduct one
required test (the Relative Accuracy Test Audit, or RATA) on the NOx monitoring system as a
whole and not on any CO; or O, monitor that is part of the system and that would be used for
CO;, emissions reporting under 310 CMR 7.70. If there are non-Acid Rain CO, Budget units that
believe they have the data available which would qualify them as having previously certified a
CO, monitoring system under 40 CFR 75, MassDEP will review such data. As a practical
matter, as all non-Acid Rain CO, Budget units with CEMS will be conducting daily calibration
error, quarterly linearity, and annual or semi-annual RATA tests in the next year, the only test
that would not otherwise be performed is the cycle time test.

Comment: In the definition of a Continuous Emissions Monitoring System (CEMS) (page 11),
there is a requirement to “sample, analyze, measure, and provide ... readings recorded at least
once every 15 minutes....” Will the Part 75 requirements under 8 75.10(d) be allowed (provision
for reduced number of data points if in calibration or maintenance; handling of partial operating
hours)? (Environmental Systems Corporation)

Response: Yes, provisions of 40 CFR 75.10(d) are allowed. No amendments are required to
accomplish this.

Comment: The definition of a Continuous Emissions Monitoring System (CEMS) (pages 11 and
12) include:

“A nitrogen oxides emissions rate (or NOx-diluent) monitoring system, consisting
of a NOy pollutant concentration monitor, a diluent gas (CO, or O2) monitor, and
an automated data acquisition and handling system and providing a permanent,
continuous record of NOy concentration, in parts per million (ppm), diluent gas
concentration, in percent CO, or O,; and NOy emissions rate, in pounds per
million British thermal units (Ib/MMBtu);”

Why are a NOy rate system and an O, system required for this CO, trading program?
(Environmental Systems Corporation)

Response: The types of monitors listed are examples of the types of systems that may be used to
comply with 310 CMR 7.70(8). Therefore, facilities are not required to install a NO rate system
and an O, system to comply with 310 CMR 7.70(8). To improve clarity, MassDEP has deleted
examples of CEMS from the definition of CEMS.

Comment: 310 CMR 7.70(1)(e)5.a.ii. (page 18) requires that “All emissions monitoring
information” be kept for a period of 10 years. Which data must be kept? Specifically, we are
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concerned about the data storage impact of retaining all minute data collected by every
monitoring system. (Environmental Systems Corporation)

Response: CO; budget units are not required to retain sub-hourly data points. To improve
clarity, MassDEP has added a reference to 40 CFR 75.57.

Comment: The inclusion of appendix E throughout 310 CMR 7.70(8) seems incorrect, since that
methodology estimates NOy rate emissions. (Environmental Systems Corporation)

Response: MassDEP agrees with the commenter and has deleted all references to Appendix E.

Comment: 310 CMR 7.70(8)(b)4.c. provides an instruction for the recertification process that
directs the user to “follow the procedures in 40 CFR 75.20(b)(5),” however, that section
discusses actions subsequent to an action of disapproval by the Administrator. (Environmental
Systems Corporation)

Response: 310 CMR 7.70 is a state-run program, therefore MassDEP intends to issue
disapprovals pursuant to 310 CMR 7.70(8)(b)4.c.v., if necessary. Recertifications shall proceed
in the manner prescribed in 40 CFR 75.20(b)(5) and (g)(7), and therefore, recertification will go
through MassDEP or its agent. The regulations have been amended to improve clarity on this
point.

Comment: 310 CMR 7.70(8)(e)2. requires the submittal of a certification application for each
monitoring system. If a source were also subject to other programs using Part 75 reporting (Acid
Rain Program, NO, Budget Trading Program, or the CAIR), would it be permissible to include
non-RGGI information in this submittal, e.g., SO, system certification testing? (Environmental
Systems Corporation)

Response: Although the section the commenter cites is not related to certification applications,
MassDEP will consolidate the Certification Application submittal process for units newly subject
to Mass CAIR, the Acid Rain Program and the MA CO, Budget Trading Program to the extent
feasible. MassDEP will accept submittals of certification results for SO,, NOx and CO; in a
single test report. If data systems allow, MassDEP will accept submittals of certification results
for SO,, NOy and CO;, in a single Electronic Data Report (EDR).

Comment: 310 CMR 7.70(8)(e)1. provides a general discussion of recordkeeping and reporting
requirements (page 44). The inclusion of Subpart H in this paragraph (40 CFR 75.73) seems
incorrect, since that pertains to NOx mass emissions. (Environmental Systems Corporation)

Response: Facilities are not required to submit NOy mass emissions under 310 CMR 7.70(8).
Facilities should interpret the record keeping and reporting requirements of 40 CFR 75.73 as
guidance, and should apply them as appropriate for reporting CO, mass emissions.

Comment: 310 CMR 7.70(8)(e)2. says that monitoring plans must “comply with requirements
of 40 CFR 75.62,” however, this section necessarily includes non-CO, systems; perhaps a
statement of applicability should be appended. (Environmental Systems Corporation)
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Response: MassDEP did not intend to require facilities to comply with 40 CFR 75.62, but
instead intended for owners or operators of a CO, budget unit to submit a monitoring plan in the
manner prescribed in 40 CFR 75.62. 310 CMR 7.70(8)(e)2. has been amended accordingly. The
following clarifying language has also been added to the 310 CMR 7.70(8)(a):

“Where referenced in 310 CMR 7.70(8), the monitoring requirements of 40 CFR Part 75
shall be adhered to in a manner consistent with the purpose of monitoring and reporting
CO, mass emissions pursuant to 310 CMR 7.70.”

Comment: 310 CMR 7.70(8)(e)3. says that a certification application should include the
information required under 40 CFR 75.63 and 40 CFR 75.73 (c) and (e). The inclusion of
Subpart H in this paragraph (40 CFR 75.73) seems incorrect, since that pertains to NOx mass
emissions. (Environmental Systems Corporation)

Response: The reference to 40 CFR 75.73 (c) and (e) is incorrect, as sources should submit the
information required under 40 CFR 75.53(e) and (f). 310 CMR 7.70(8)(e)3. has been amended
accordingly.

Comment: 310 CMR 7.70(8)(e)4.a. requires quarterly reports that include CO, mass emissions
and heat input data to be submitted “in an electronic format prescribed by the Administrator
unless otherwise proscribed by the Department” (page 44). In section (b), the report is to “be
submitted in the manner specified in Subpart H of 40 CFR Part 75 and 40 CFR 75.64.” Is there
an electronic format that is proscribed by the Department? (Environmental Systems Corporation)

Response: MassDEP has amended 310 CMR 7.70(8)(e)4.a. to read “prescribed,” not
“proscribed.” Yes, there is a manner prescribed by MassDEP — it is Subpart H of 40 CFR Part
75.

Comment: Will the RGGI program be ready to accept Electronic Data Reports (EDRS) in XML
format, if the Clean Air Markets Division (CAMD) EDRs are used for compliance? Will the
RGGI program accept the files with “extraneous data” (e.g., SO, mass, QA tests unrelated to the
RGGI-required instruments)? (Environmental Systems Corporation)

Response: MassDEP is still reviewing data reporting procedures, and will notify sources as
soon as they are finalized.

Comment: The inclusion of Subpart H (§ 75.64) in 310 CMR 7.70(8)(e)4.a. seems incorrect,
since that pertains to NOy mass emissions. The last sentence of 310 CMR 7.70(8)(e)4.b.
specifically excludes opacity and SO,; does this mean that NOy emissions are required to be
reported? (Environmental Systems Corporation)

Response: Please note that 40 CFR 75.64 is in 40 CFR Part 75 Subpart G, and contains general
emissions reporting requirements (quarterly reports). Sources should submit emissions reports
“in the manner specified in Subpart H.” This means that sources should use Subpart H as
general reporting guidelines; sources are not required to report NOx to comply with 310 CMR
7.70. MassDEP has amended 310 CMR 7.70(8)(a) and (e)4.b. to further clarify the regulation.
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Comment: 310 CMR 7.70(8)(h) describes an “output monitoring plan” as well as the “net
electrical output.” Will these be formatted reports similar to an EDR, will the requirements be
satisfied via data that’s added to the EDR, or will the reports be word documents/ spreadsheets,
etc.? (Environmental Systems Corporation)

Response: Facilities shall satisfy the requirements of 310 CMR 7.70(8)(h) by submitting annual
total MWh electric output and MMBtu useful steam output at the unit level, in spreadsheet form
both electronically and in hard copy. This net output data should not be submitted in an EDR.

Comment: 310 CMR 7.70(8)(h)1. requests reporting of “net electrical output” (page 47); should
this term be defined in 310 CMR 7.70(1)(b)? (Environmental Systems Corporation)

Response: MassDEP believes that the term is clear, and does not require a definition. RGGI
facilities, who are also regulated facilities under the NOy Budget Program and Mass CAIR, have
methodologies for determining net electrical output. These were established on a case-by-case
basis and take into account the operational details for each facility. New RGGI units would go
through a similar process.

Comment: 310 CMR 7.70(8)(h)5.b. discusses the QA/QC activities required for “other types” of
nonbilling meter equipment. Will these QA activities be reported in the EDR? To do that, they
would need to appear as components in the monitoring plan, which could be problematic, as they
may not be defined component types in the EPA programs, or could represent metering systems
that are not used in the EPA programs. (Environmental Systems Corporation)

Response: QA/QC activities related to output should not be reported in the EDR.

Comment: 310 CMR 7.70(8)(h)5.c. discusses the missing data substitution requirements for
missing output readings. Must this substitution be performed by the DAHS (Data Acquisition
Handling Software), or would sources perform this manually? If the parameter is not reported
(e.g., a temperature reading in a gas fuel flowmeter system), how will the Department know that
it’s been substituted? Will codes need to be appended to this data to show its origin?
(Environmental Systems Corporation)

Response: Sources may track their output data however they choose. However, sources should
retain records indicating how missing data was addressed, but this does not have to be done in
the DAHS. These reports are subject to audit by MassDEP.

Comment: 310 CMR 7.70(8)(h)6.c. requires electronic reporting of the annual net output (page
49). What are the specifications for this electronic report? Does it include hourly values?
(Environmental Systems Corporation)

Response: Sources are not required to report hourly values, but instead should only submit
annual total MWh electric output and MMBtu useful steam output at the unit level. MassDEP
has amended 310 CMR 7.70(8)(h)6.c. to require data to be submitted in spreadsheet form.

Comment: 310 CMR 7.70(8)(a)1.a. stipulates the “requirements for installation, certification,
and data accounting” (page 38): “Install all monitoring systems required ... for monitoring CO,
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mass emissions.” Should heat input be included in this sentence? (Environmental Systems
Corporation)

Response: No, because not all CO, mass reporting approaches require determination of heat
input.

Comment: 310 CMR 7.70(8)(a)1. lists the monitoring requirements:

“(a) Install all monitoring systems required under 310 CMR 7.70(8) for
monitoring CO, mass emissions. This includes all systems required to monitor
CO, concentration, stack gas flow rate, O2 concentration, heat input, and fuel
flow rate, as applicable, in accordance with 40 CFR 75.13, 75.71 and 75.72 and
all portions of appendix G of 40 CFR part 75, except for equation G-1 in 40 CFR
Part 75. Equation G-1 in Appendix G shall not be used to determine CO,
emissions under this Part.”

Which parameters are required to be monitored? Only CO, mass and heat input are required to
be reported under Section 7.70(8)(e). Therefore, O, and moisture are not required parameters,
unless needed to compute CO, mass, correct?

Which methodologies from Part 75 are allowed? This paragraph cites:

§ 75.13 (CO, mass emissions)

§ 75.71 (NOx rate under Subpart H) — what has this to do with CO, mass?

§ 75.72 (NOx mass under Subpart H) — why?

Can an O, monitoring system be used to calculate CO, emissions?

Appendix G except for G-1. Does this mean that equation G-4 (the most commonly CO,
exception method used in the Acid Rain Program) is allowed? And can sources subtract
out CO; retained in ash and sorbent using equations G-2, G-3, G-5, G-6, and G-7?

Is the Appendix D fuel flow methodology for heat input allowed? Should these be included in
this requirements section? The way this paragraph currently reads, no estimation methodologies
would be allowed. (Environmental Systems Corporation)

Response: Sources are required to install all monitoring systems that are necessary to monitor
CO, mass emissions in accordance with 40 CFR Part 75. Sources may monitor CO, mass
emissions using any methodology except for equation G-1. Thus sources can subtract out CO,
retained in ash and sorbent by using equations G-2, G-3, G-5, G-6, and G-7. The Appendix D
fuel flow methodology for heat input may be used. Monitoring pursuant to 310 CMR 7.70(8)
may require systems to monitor CO, concentration, stack gas flow rate, O, concentration, heat
input, and fuel flow rate. 310 CMR 7.70(8)(a)1.a. has been amended to add clarity.

Comment: 310 CMR 7.70(8)(b)3. requires resubmittals of petitions for an alternative
requirement. However, the section cited (8 75.17(a)) provides for petitions for NOy apportioning
at a common stack, bypass stack, or multiple stack, not for CO, apportionment. Section 75.13,
which describes the CO, monitoring provisions, allows apportionment petitions under § 75.16,
which is the SO, monitoring provisions section; should that be used instead? 310 CMR
7.70(8)(b)3. describes avenues for relief from § 75.12, 75.17, and Subpart H, all of which are
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NOy emissions monitoring requirements. How does this apply to RGGI sources?
(Environmental Systems Corporation)

Response: Submittal of previous petitions and approvals is required by 310 CMR 7.70(8)(b)3.
so that MassDEP can determine whether the approval applies under this program, since approved
petitions for other pollutants could impact determination of CO, emissions. MassDEP has
amended 310 CMR 7.70(8)(b)3. to clarify the requirement.

Comment: 310 CMR 7.70(8)(b)5. details the certification requirements for low mass emission
units (page 43), and notes that a unit must qualify to use the Low Mass Emissions (LME)
methodology. The Part 75 qualification consists of three parts: 1) that the unit is oil and/or gas-
fired only; 2) that the unit’s SO2 emissions do not meet the ceiling limit; and 3) that the unit’s
NOx emissions do not meet the ceiling limit. Will all three of these qualification points be
required to be met to qualify to use the LME methodology for RGGI? (Environmental Systems
Corporation)

Response: Low Mass Emissions Methodologies (from 40 CFR 75.19) are allowed under 310
CMR 7.70(8). However, because EPA does not have a CO, annual tonnage threshold for using
the LME methodology, MassDEP will employ NOy and SO, thresholds, where available. In
cases where a unit is not subject to an acid rain emissions limitation or 310 CMR 7.32, MassDEP
will employ the annual emissions thresholds for NOy and SO,. This new language can be found
at 310 CMR 7.70(8)(a)3.c. (see below).

i. CO, budget units subject to an acid rain emissions limitation or 310 CMR 7.32
that qualify for the optional SO,, NOy, and CO; (for acid rain) or NOy (for 310
CMR 7.32) emissions calculations for Low Mass Emissions (LME) units under 40
CFR 75.19 and report emissions for such programs using the calculations under
40 CFR 75.19 , shall also use the CO, emissions calculations for LME units under
40 CFR 75.19 for purposes of compliance with 310 CMR 7.70.

ii. CO, budget units subject to an acid rain emissions limitation or 310 CMR
7.32 that do not qualify for the optional SO,, NOy, and CO, (for acid rain) or NOy
(for 310 CMR 7.32) emissions calculations for LME units under 40 CFR 75.19,
shall not use the CO, emissions calculations for LME units under 40 CFR 75.19
for purposes of compliance with 310 CMR 7.70.

iii. CO, budget units not subject to an acid rain emissions limitation or 310 CMR
7.32 shall qualify for the optional CO, emissions calculation for LME units under
40 CFR 75.19, provided that they emit less than 100 tons of NOy, annually and no
more than 25 tons of SO, annually.

Comment: Will sources that fire eligible biomass report using the EPA Clean Air Markets
Division (CAMD) Electronic Data Report (EDR) structure (page 45)? How will the additional
items they are required to report be handled:

e Chemical analysis of the fuel, including carbon content

e Moisture content of the fuel

e Total input, in tons, combusted
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Total input, in heat input, combusted, both as-fired and potential
Fuel feed rate, in tons/hour
Total operating hours for which the biomass was co-fired
e CO, tons emitted due to firing the biomass
(Environmental Systems Corporation)

Response: MassDEP is still reviewing data reporting procedures for eligible biomass, and will
notify CO, budget sources as soon as it has finalized those procedures.

Comment: Will all aspects of Part 75 quality assurance be allowed? Such provisions include:
e Use of grace periods for linearity and RATA tests
Use of the QA-operating quarter concept for determining test due dates
Provision for using like-kind replacement analyzers
Use of conditional data validation following an analyzer repair or replacement
Allowance for startup grace period for calibration checks
Use of flow-to-load testing during non-RATA quarters to ensure accuracy of stack flow
monitoring systems
e Use of fuel flow-to-load testing to extend field test deadlines
e Allowance for off-line calibration checks after successful demonstration is made
(Environmental Systems Corporation)

Response: Yes, the above aspects for 40 CFR Part 75 will be allowed for purposes of
complying with 310 CMR 7.70(8).

Comment: How will MassDEP address bias adjustment factors for CO, systems as Part 75
currently has no rule for determining these for CO, systems? (Environmental Systems
Corporation)

Response: Bias adjustment procedures beyond those required for 40 CFR Part 75 are not
required.

Comment: How will MassDEP account for CO, emissions on unmonitored bypass stacks?
(Environmental Systems Corporation)

Response: MassDEP will account for CO, emissions on unmonitored bypass stacks according
to Part 75. Therefore, CO; budget units should follow Part 75 unless directed otherwise by 310
CMR 7.70(8).

Comment: Will MassDEP allow the use of diluent capping for CO,? Part 75 currently allows
the use of diluent capping for CO,, but a soon-to-be released rulemaking will discontinue its use.
(Environmental Systems Corporation)

Response: CO; budget units should follow Part 75 unless directed otherwise by 310 CMR
7.70(8).

Comment: Will the Part 75 procedures for setting maximum potential CO, and span and range
for CO, monitors be mandated? This may not be flexible enough for some sources, now that
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CO; emissions will have a dollar value associated with them. If the Part 75 procedures are not
followed, how will a source comply with both? (Environmental Systems Corporation)

Response: In the event that these procedures are not flexible enough for a CO, budget unit, that
unit should file a petition under 310 CMR 7.70(8)(f).
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